
• Statewide, job growth centered in the leisure and
hospitality, education and health services, professional
and business services, and retail trade sectors.

• The Honolulu metropolitan statistical area (MSA), which
accounts for nearly three-fourths of the state’s
employment, posted strong growth during the quarter.
The MSA added jobs at a rate of 2.2 percent and ranked
in the top 20 percent of MSAs nationwide (See Chart
1).

• Hawaii ranked 15th among the states in terms of growth
in the number of net new firms, but also reported the third
highest rate of business bankruptcy.

• Reflecting the strengthening local economy, the median
year-over-year growth rate in small business loans
(commercial and industrial (C&I) credits in original
amounts of $1 million or less) among Hawaii-based
institutions was 4.3 percent in June 2004. However,
increases in this loan segment were not enough to buoy
overall C&I loan growth rates, which languished at a
median of 0.12 percent. Weak C&I growth rates are due
in part to the state’s relatively high exposure to slower
growing, larger C&I credit relationships (See Chart 2).
Large C&I loans tend to dominate commercial loan
portfolios because six of the eight insured institutions
based in Hawaii hold total assets in excess of $1 billion.

Strong growth in overall visitor volume and spending
supported Hawaii’s important tourism sector.

• While domestic tourism accounted for the bulk of visitor
spending and economic impact, total spending by Japanese
visitors posted an impressive 22 percent year-over-year
gain through June 2004. Spending by U.S. mainland
tourists, who compose about 70 percent of the state’s
visitor base, also rose. However, the increase in overall
spending was largely attributable to higher visitor volumes;
domestic visitor spending per day actually fell compared
to year-ago levels (See Chart 3).
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Hawaii reported 2.3 percent job growth in second quarter 2004, outpacing the nation and ranking 4th nationwide.

FALL  20041FEDERAL DEPOSIT INSURANCE CORPORATION

-3

-2

-1

0

1

2

3

4

95 96 97 98 99 00 01 02 03 04
0

0

0

1

1

1

Chart 1: Job Growth in Hawaii and Honolulu
Continued to Outpace the Nation

Source: Bureau of Labor Statistics; National Bureau of Economic Research
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Chart 2: Rising Exposures to Larger Business Loans
Did Not Boost Commercial Loan Growth

Note: Includes all insured institutions based in Hawaii opened at least three years. Larger
commercial and industrial (C&I) loans have original balances of over $1 million.
Source: FDIC (June of each year)

Growth (Right)

Larger C&I Share
(Left)

-10

-5

0

5

10

15

20

25

Japan US East Other US West Canada

Number of Visitors

Spending Per Trip

Total Visitor Spending

Y
ea

r-
ov

er
-Y

ea
r

%
C

ha
ng

e

Chart 3: Japanese Tourists Have Provided
Hawaii’s Largest Gains in Visitor Spending

Note: Based on data from January through June of 2003 and 2004.
Source: Hawaii Department of Business, Economic Development & Tourism



• The state’s strong tourism sector contributed to growth
in occupancy levels, room rates, and revenue per available
room (RevPAR) growth at Honolulu’s hotels. According
to Torto Wheaton Research, first quarter 2004 occupancy
levels rose to 81 percent, up from 75 percent one year
earlier. RevPAR increased nearly 11 percent during the
year.

• The state’s tourism outlook may continue to improve
because some cruise ships are now allowed to travel among
the Hawaiian Islands without taking the 1500+ mile
journey to a foreign port of call—a change that is likely
to increase the allure of Hawaiian cruises for visitors, as
well as boost leisure employment and visitor spending.

Housing construction responded to low interest rates and
escalating home prices.

• According to the National Association of Realtors,
Honolulu’s existing home prices increased 20 percent
year-over-year in second quarter 2004, versus 9 percent
nationwide. Local news reports suggest that strong home
price gains extended across all major islands.1 In June
2004, single-family home prices gained 41 percent on
Kauai, 27 percent on Maui, and 26 percent on the Big
Island on a year-over-year basis. Condo prices were up by
even greater margins on the Big Island.

• Residential construction remained brisk over the past few
quarters. The number of new housing units authorized in
the first half of 2004 increased 33 percent year-over-year;
the bulk of the increase was in the 5+ family segment, for
which permitting increased over 100 percent during the
six-month period (See Chart 4). Projects involving the
privatization of over 10,000 military housing units over
the next eight years will contribute to future construction
activity.

• Although low interest rates, a shortage of available condo
units, and demand from out-of-state buyers have done
much to boost housing demand, the pace could moderate
or decline if interest rates rise.

• Home price trends are important for Hawaii-based
institutions, as the median ratio of 1-4 family
mortgages–to-Tier 1 capital was 228 percent as of June
30, 2004. The median past-due 1-4 family loan ratio was
a low and improving 0.47 percent in second quarter 2004.
However, high refinance activity reduced seasoning in
residential mortgage loan portfolios. Additional credit
softening could appear with a lag as portfolios age.

1
Martin, Dan. “Kauai home prices zoom past $500K.” Honolulu Star Bulletin. 8 Jul 2004.

Nonrecurring income sources boosted earnings among
insured institutions, and asset quality indicators improved
through second quarter 2004.

• The year-to-date median ROA reported among insured
institutions based in the state was 1.39 percent, relatively
unchanged from the same period last year, but far above
the 1.03 percent median reported nationwide. Several of
the eight insured institutions in the state increased their
earnings significantly through loan or securities sales gains.
However, interest rate increases will limit these sales as
a potential source of income in the future (See Chart 5).

• Declining provision expense ratios also contributed to
ROA improvements. Three-quarters of the insured
institutions based in the state reported either zero or
negative loan loss provision expenses during the first half
of the year. As a result, the loan loss reserve compared to
total loans moderated to 1.66 percent, down from 1.89
percent one year ago.

• The median overall past-due loan ratio for insured
institutions based in Hawaii declined to 0.78 percent in
second quarter 2004. Over the period, median delinquency
and net charge off ratios fell across nearly all major loan
categories.
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Chart 4: Hawaii Reported Strong Residential
Real Estate Activity, Centered in Larger Projects

Note: Number of year-to-date units authorized through June of each year.
Source: Census Bureau via Haver Analytics
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Chart 5: Institutions May Have Exhausted
Securities Gains as a Source of Earnings

Note: Includes Hawaii Call Report filers only. *Calculated on banks reporting net gains.
Source: FDIC
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Hawaii at a Glance
Jun-00Jun-01Jun-02Jun-03Jun-04General Information

1210998Institutions (#)
30,898,87530,016,13229,677,68031,020,98232,780,928Total Assets (in thousands)

00000New Institutions (# < 3 years)
00000New Institutions (# < 9 years)

Jun-00Jun-01Jun-02Jun-03Jun-04Capital

8.228.818.808.908.08Tier 1 Leverage (median)

Jun-00Jun-01Jun-02Jun-03Jun-04Asset Quality

2.02%1.78%1.52%1.14%0.78%Past-Due and Nonaccrual (median %)
21100Past-Due and Nonaccrual >= 5%

1.79%1.81%1.95%1.89%1.66%ALLL/Total Loans (median %)
0.591.321.713.205.79ALLL/Noncurrent Loans (median multiple)

0.65%1.24%0.33%0.14%0.10%Net Loan Losses/Loans (aggregate)

Jun-00Jun-01Jun-02Jun-03Jun-04Earnings

20110Unprofitable Institutions (#)
16.67%0.00%11.11%11.11%0.00%Percent Unprofitable

0.730.931.011.361.39Return on Assets (median %)
0.510.640.710.901.0425th Percentile

4.32%4.13%4.27%4.38%4.38%Net Interest Margin (median %)
7.94%8.05%6.53%5.51%5.21%Yield on Earning Assets (median)
3.80%3.74%1.86%1.14%1.07%Cost of Funding Earning Assets (median)
0.27%0.22%0.19%0.02%0.00%Provisions to Avg. Assets (median)
0.58%0.64%0.94%0.89%0.97%Noninterest Income to Avg. Assets (median)
3.02%2.84%2.76%2.67%2.67%Overhead to Avg. Assets (median)

Jun-00Jun-01Jun-02Jun-03Jun-04Liquidity/Sensitivity

87.52%76.23%75.66%76.20%75.43%Loans to Deposits (median %)
70.41%63.43%57.40%57.70%58.24%Loans to Assets (median %)

32034Brokered Deposits (# of Institutions)
0.02%0.11%na0.01%0.10%Bro. Deps./Assets (median for above inst.)

32.80%34.53%30.89%24.29%26.67%Noncore Funding to Assets (median)
57.64%56.49%56.12%58.79%61.16%Core Funding to Assets (median)

Jun-00Jun-01Jun-02Jun-03Jun-04Bank Class

87554State Nonmember
11111National
00111State Member
21100S&L
11122Savings Bank
00000Stock and Mutual SB

% Assets% Inst.Assets# of Inst.MSA Distribution

100.00%100.00%32,780,9288Honolulu HI
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